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HOUSE BILL No. 6283

June 29, 2006, Introduced by Reps. Kahn, Hune, Stewart, Newell, Gaffney, David Law and
Jones and referred to the Committee on Health Policy.

A bill to anend 1939 PA 280, entitled

"The social welfare act,"”
(MCL 400.1 to 400.119b) by addi ng section 105b.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 105B. (1) THE DEPARTMENT OF COVMUNI TY HEALTH SHALL
DEVELOP, CERTI FY, AND | MPLEMENT ACTUARI ALLY SOUND RATES FOR ALL
PAYMENTS TO MEDI CAI D HEALTH PLANS UNDER THE MEDI CAl D MANAGED CARE
PROGRAM THE DEPARTMENT OF COVMUNI TY HEALTH S CERTI FI CATI ON PROCESS
SHALL | NCORPORATE THE FOLLOW NG DEFI NI TI ON: " ACTUARI ALLY SOUND
RATES' MEANS MEDI CAI D HEALTH PLAN CAPI TATI ON RATES THAT HAVE BEEN
DEVELOPED | N ACCORDANCE W TH THE FEDERAL REQUI REMENTS FOR ACTUARI AL
SOUNDNESS, AND | NCLUDE, FOR THE PERI OD COVERI NG THE RATE
CERTI FI CATI ON, AN ANALYSI S OF PROJECTED PREM UMS, | NCLUDI NG
EXPECTED REI NSURANCE AND GOVERNMENTAL STOP- LOSS CASH FLOWS,
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GOVERNMENTAL RI SK ADJUSTMENT CASH FLOWS, AND | NVESTMENT | NCOMVE, AND
PROVI DE FOR ALL REASONABLE, APPROPRI ATE, AND ATTAI NABLE COSTS,
I NCLUDI NG HEALTH BENEFI TS, HEALTH PLAN MATERNI TY CASE RATE
UTI LI ZATI ON COSTS, PROPOSED OR PLANNED BENEFI T CHANGES, HEALTH
BENEFI T SETTLEMENT EXPENSES, MARKETI NG AND ADM NI STRATI VE EXPENSES,
SUBROGATI ON RECOVERI ES, STATE- MANDATED ASSESSMENTS AND TAXES, AND
THE COST OF CAPI TAL | NCLUDI NG PROVI SI ONS FOR RI SK AND CONTI NGENCY
CHARCES. PRQIECTED HEALTH BENEFI T COSTS SHALL | NCLUDE REASONABLE
ASSUMPTI ONS RELATI VE TO TRENDS I N THE UTI LI ZATI ON AND CCST OF
MEDI CAL SERVI CES ESTABLI SHED W THOUT REGARD TO OR | N ANY OTHER WAY
Bl ASED BASED ON A CONSI DERATI ON OF STATE BUDGETARY CONSTRAI NTS.

(2) AN ACTUARY WHO MEETS THE QUALI FI CATI ON STANDARDS COF THE
AMERI CAN ACADEMY OF ACTUARI ES SHALL PROVI DE THE CERTI FI CATI ON

(3) THE DEPARTMENT OF COVMUNI TY HEALTH S CERTI FI CATI ON PROCESS
SHALL USE A UNI FORM AND CONSI STENT CAPI TATI ON RATE DEVELOPMENT
MVETHODOLOGY BY | NCORPORATI NG AGGREGATE DATA THAT SHALL | NCLUDE, AT
A MNIMUIM ALL OF THE FOLLOW NG

(A) FI NANCI AL FI LI NGS MADE BY ALL MEDI CAI D HEALTH PLANS FOR
THE MOST RECENT 24 MONTHS PRECEDI NG THE DATE THE RATE WAS
ESTABLI SHED BY THE DEPARTMENT OF COVMUNI TY HEALTH.

(B) DATA AVAI LABLE TO DEVELOP RATES FOR ALL COVERED
POPULATI ONS, | NCLUDI NG FEE- FOR- SERVI CE DATA FOR THE OVERALL
PROGRAM

(©) FEE- FOR- SERVI CE DATA FOR THE 12 MONTHS PRECEDI NG
RECI PI ENTS' ENROLLMENT IN A MANAGED CARE ORGANI ZATI ON.

(D) THE AGGREGATE ENCOUNTER DATA FROM ALL MEDI CAl D HEALTH
PLANS FOR VOLUNTARY AND MANDATORY ENRCLLMENT POPULATI ONS.
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(4) THE PROPOSED ACTUARI AL CERTI FI CATI ON RATES SHALL BE
ACTUARI ALLY SOUND I N RATE CELLS SPECI FI C TO THE ENROLLED
POPULATI ON, | NCLUDI NG, BUT NOT LIMTED TO, ELI Q@ BILITY CATEGORY,
AGE, GENDER, AND REG ON.

(5) THE DEPARTMENT OF COVMUNI TY HEALTH SHALL PUBLI SH A REPORT
FOR PUBLI C DI SCLOSURE THAT EXPLI CI TLY AND CLEARLY EXPLAI NS ALL
ACTUARI AL ASSUMPTI ONS, METHODOLOG ES, SOURCE OF DATA, PREM SES, AND
CALCULATI ONS, USED I N DEVELOPI NG STATEW DE RATES FOR MEDI CAI D
HEALTH PLANS. THE REPORT SHALL BE PUBLI SHED REGARDLESS OF
PROPRI ETARY RI GHTS AND PROTECTI ONS OTHERW SE AVAI LABLE TO THE
PERSON OR ENTI TY RESPONSI BLE FOR DEVELOPI NG THE STATEW DE RATES FOR
MEDI CAl D HEALTH PLANS.

(6) THE DEPARTMENT OF COVMUNI TY HEALTH SHALL ALSO PUBLI SH THE
PROPOSED ACTUARI AL CERTI FI CATI ON UNDER THI S ACT. THE PROPOSED
CERTI FI CATI ON SHALL OCCUR AT LEAST 90 DAYS BEFCORE THE BEG NNI NG CF
THE FI SCAL YEAR FOR WHI CH THE CERTI FI ED RATES APPLY. BEFCRE
PUBLI CATI ON OF THE PROPOSED ACTUARI ALLY SOUND CERTI FI CATE, THE
DEPARTMENT OF COVMUNI TY HEALTH SHALL ESTABLI SH A REVI EW PERI CD OF
NOT LESS THAN 30 DAYS OR EQUAL TO THE AMOUNT OF TI ME THE DEPARTMENT
OF COWLN TY HEALTH USES AS A REVI EW PERI OD FOR PROMULGATION OF I TS
MEDI CAI D POLI CY, WH CHEVER | S GREATER, FOR THE PURPOSE OF ALLOW NG
A PERSON OR AN ENTITY THE OPPORTUNI TY TO SUBM T A WRI TTEN OBJECTI ON
TO THE DEPARTMENT OF COVMUNI TY HEALTH REGARDI NG THE BASI S,
METHODOLOGY, OR CONCLUSI ONS OF THE PROPOSED ACTUARI AL
CERTI FI CATI ON.
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